BEFORE
THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA
DOCKET NO. 2014-7-G - ORDER NO. 2014-822

OCTOBER 15, 2014

IN RE: Application of Piedmont Natural Gas ) INITIAL ORDER
Company, Inc. to Have the Terms of the ) APPROVING
Natural Gas Rate Stabilization Act Apply to ) QUARTERLY
the Company's Rates and Charges for Gas ) MONITORING REPORT
Distribution Services ) AND ADOPTING
) SETTLEMENT
) AGREEMENT

This matter comes before the Public Service Commission of South Carolina (the
Commission) pursuant to S.C. Code Ann. §§ 58-5-420(2) and 58-5-455, a portion of the
Natural Gas Rate Stabilization Act (“Act”), as related to Piedmont Natural Gas Company,
Inc. (“Piedmont” or the “Company”). Order No. 2005-491 established a baseline return
on equity for the Company under the Act, based on the Company’s last rate case. See
Order No. 2002-761. Section 58-5-455 sets out a procedure for the handling of
monitoring reports under the Act related to the quarter ending March 31, which we
detailed in Order No. 2005-491 at 5.

Briefly, under Section 58-5-455, the Company files the monitoring reports with
the Commission and the Office of Regulatory Staff (ORS). Interested parties may
comment on the reports. Where it appears to the Commission or ORS that an adjustment
in rates may be warranted, ORS shall conduct an audit of the monitoring report and
specify any changes that it determines are necessary to correct errors in the report or to

otherwise bring the report into compliance with the statute. Parties may comment on the
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ORS audit. On or before October 15, the Commission shall issue an initial order setting
forth any changes required in the utility’s request to adjust rates under the statute. Any
gas rate adjustments authorized under the terms of the statute shall take effect for all bills
rendered on or after the first billing cycle of November of that year. This present order is
the “initial order” contemplated by S.C. Code Ann. Section 58-5-455 for Piedmont.

Pursuant to the South Carolina Natural Gas Rate Stabilization Act, Piedmont
submitted its quarterly monitoring report for the twelve-month period ending March 31,
2014, as well as the required revenue calculations and any proposed changes to its tariff
rates necessary to permit Piedmont the opportunity to earn the rate of return on common
equity established in its last general rate case as specified in Section 58-5-420(1).

The ORS conducted a review of Piedmont’s Monitoring Report for the twelve-
month period ending March 31, 2014, to evaluate compliance with Section 58-5-430 and
Section 58-5-440 of the Act. The ORS proposed certain adjustments to reported amounts
to bring the report into conformance with those sections. Piedmont filed written
comments advising the Commission that Piedmont had no objection to or comments on
the findings and adjustments reflected in the ORS Audit Report.

A Settlement Agreement was reached by and among Piedmont and ORS
(collectively, the Parties). The Settlement Agreement and exhibits are attached hereto as
Order Exhibit 1. Under the terms of the Settlement Agreement, Piedmont will implement
rates for the twelve-month period beginning with the first billing cycle of November
2014, calculated on the basis of a 10.2% return on equity (“ROE”), instead of the 12.6%

ROE approved by Commission Order Nos. 2002-761, 2005-491, and 2005-567. The
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Parties agree that Piedmont will adopt the accounting adjustments of ORS as set forth in
Schedule 2 attached to the Settlement Agreement. The Parties further agree that, based
upon the accounting adjustments proposed by ORS and adopted by Piedmont, and the
agreement of Piedmont to implement rates based upon a 10.2% ROE, South Carolina
ratepayers will realize a decrease in current margin rates totaling ($2,850,000). The
Settlement Agreement states that this equates to a reduction of ($4,665,000) for South
Carolina ratepayers when compared to rates calculated on Piedmont’s authorized 12.6%
ROE, which was authorized by Commission Order Nos. 2002-761, 2005-491, and 2005-
567. The Parties further agree to a decrease in demand cost of ($4,234,417) due to a
demand cost over-recovery.

We have examined the accounting and pro forma adjustments proposed and
agreed upon by the Parties, as well as the Settlement Agreement, and we take no
exception to them.

FINDINGS AND CONCLUSIONS

1. S.C. Code Ann. Section 58-5-455, a portion of the Natural Gas Rate
Stabilization Act, requires the filing of certain documents and the issuance of this Initial
Order.

2. Changes are required to the Company’s request to adjust rates.

3. ORS has suggested certain changes to which Piedmont does not object, as
outlined above. Indeed, the parties have reached a Settlement Agreement.

4, This Commission has found no other changes appropriate or necessary

other than those agreed to by the Parties.
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s. The Settlement Agreement is approved. This Commission adopts the
changes and adjustments proposed by the Parties and the resulting rates and charges.

6. The new approved rates and charges shall be effective for bills rendered
on and after the first billing cycle in November 2014, subject to changes under the
Company’s Gas Cost Recovery Mechanism.

7. If it has not already done so by the date of issuance of this Order, the
Company shall file its revised tariff utilizing the Commission’s e-filing system for tariffs
prior to its first billing cycle in November 2014. The revised tariff should be
electronically filed in a text searchable PDF format using the Commission’s DMS System

(http://dms.psc.sc.gov). An additional copy should be sent via email to

etariff@psc.sc.gov to be included in the Commission’s ETariff System

(http.//etariff.psc.sc.gov). Future revisions to the tariff should be made using the ETariff

System. The revised tariff shall be consistent with the findings of this Order and shall be
consistent with the Commission’s Rules and Regulations, as well as the provisions of the

Settlement Agreement.
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8. This Order shall remain in full force and effect until further Order of the
Commission.

BY ORDER OF THE COMMISSION:

Nikiya HM, Chairman

ATTEST:

Swain E. Whitfield, Vlc%halrman
(SEAL)
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BEFORE
THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA
DOCKET NO. 2014-7-G
September 3, 2014

INRE: Application of Piedmont Natural Gas
Company, Incorporated to Have the Terms of
the Natural Gas Rate Stabilization Act Apply
to the Company's Rates and Charges for Gas
Distribution Services

SETTLEMENT AGREEMENT

N N N N

This Settlement Agreement is made by and among the South Carolina Office of
Regulatory Staff (“ORS”) and Piedmont Natural Gas Company, Inc. (“PNG” or the “Company”)
(collectively referred to as the “Parties” or sometimes individually as a “Party™).

WHEREAS, by Public Service Commission of South Carolina (“*Commission”) Order
Nos. 2005491 and 2005-567, dated September 28, 2005 and October 13, 2005, respectively, the
Commission established a baseline for PNG under the Natural Gas Rate Stabilization Act (the
“RSA”) and approved certain accounting adjustments proposed by ORS and PNG;

WHEREAS, pursuant to S.C. Code Ann. § 58-5455 (Supp. 2013), PNG filed its
Quarterly Monitoring Report and Proposed Rate Changes with the Commission on June 12, 2014
for the review period consisting of April 1, 2013 through March 31, 2014 (“Review Period”);

WHEREAS, the Report of ORS’s examination of PNG’s Monitoring Report for the
Twelve-Month Period Ending March 31, 2014, pursuant to the RSA, was filed with the
Commission on August 28, 2014;
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WHEREAS, the Parties to this Settlement Agreement are the only parties of record in the
above-captioned docket;

WHEREAS, the Parties have engaged in discussions to determine if a settlement of this
proceeding would be in their best interest; and,

WHEREAS, following those discussions, the Parties have each determined that their
interests, and ORS has determined that the public interest, would be best served by settling the
above-captioned case under the terms and conditions set forth below:

1. PNG will implement rates for the twelve-month period beginning with the first
billing cycle of November 2014 calculated on the basis of an 10.2% Return on Equity (“ROE™)
instead of the 12.6% ROE approved by Commission Orders No. 2002-761, 2005-491, and 2005-
567.

2.  The Parties agree that the following are the only attachments to this Settlement
Agreement: Schedule 1 (Net Operating Income and Rate of Return); Schedule 2 (Explanations
of Accounting and Pro Forma Adjustments); and, Schedule 3 (Weighted Cost of Capital).

3.  The Parties agree that PNG will adopt the accounting adjustments of ORS as set
forth in Schedule 2 as attached to this Settlement Agreement.

4.  The Parties agree that, based upon the accounting adjustments proposed by ORS
and adopted by PNG, and the agreement of PNG to implement rates based on an 10.2% ROE,
South Carolina ratepayers will realize a decrease in current margin rates totaling (52,850,000).
This equates to a reduction of ($4,665,000) for South Carolina ratepayers when compared to
rates calculated at the authorized 12.6% ROE.

5.  The Parties agree to a decrease in demand cost of ($4,234,417), due to a demand

COSt over-recovery.

Page 2 of §
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6.  The Parties agree to cooperate in good faith with one another in recommending to
the Commission that this Settlement Agreement be accepted and approved by the Commission as
a fair, reasonable and full resolution of the above-captioned proceeding. The Parties agree to use
reasonable efforts to defend and support any Commission order issued approving this Settlement
Agreement and the terms and conditions contained herein.

7. The Parties agree that by signing this Settlement Agreement, it will not constrain,
inhibit or impair their arguments or positions in future proceedings. Should the Commission
declinetoapprovethisSettlementAgreementinitsentirety,thenanyPartyduiringtodosomay
withdraw from this Settlement Agreement without penalty.

8.  This Settlement Agreement shall be interpreted according to South Carolina law.

9.  Each Party acknowledges its consent and agreement to this Settlement Agreement
by authorizing its counsel to affix his or her signature to this document where indicated below.
Counsel’s signature represents his or her representation that his or her client has authorized the
execution of the agreement. Facsimile signatures and e-mail signatures shall be as effective as
original signatures to bind any Party. This document may be signed in counterparts, with the
various signature pages combined with the body of the document constituting an original and
provable copy of this Settlement Agreement.

[PARTY SIGNATURES TO FOLLOW ON SEPARATE PAGES]

Page 3 of §
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Representing the South Carolina Office of Regulatory Staff

Shannon Bowyer Hw, Esquire

South Carolina Office of Regulatory Staff
1401 Main Street, Suite 900

Columbia, South Carolina 29201

Tel.: (803) 737-0889

Fax: (803) 737-0895

Email: shudson@regstaff.sc.gov

Page 4 of §
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Representing Piedmont Natural Gas Company, Inc.

James%ffries, IV, Esquite, \M
Scott M. Tyler, Esquire
Moore & Van Allen, PLLC
100 North Tryon Street, Ste. 4700
Charlotte, North Carolina 28202
Tel.: (704) 331-1079
(704) 331-2463
Fax: (704) 339-5879
(704) 378-1963
Email: jimjeffries@mvalaw.com
scotttyler@mvalaw.com

Page 5 of §
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Pledmaont Natural Gas Campany
Seuth Carclins Operafions
Explanstions of Acccunting and Pre Forma Adjustmonts
For the Test Yoor Eaded March 31, 2014
Dacket No. 2014-2-C

To decrease revenues on 8 gpoinglevel basis.

To decrense cost of gas on a poing-Jevel basis,
ToniConto{Gas
3 Qnerations and Maintenapes Expenses
To swwalize the payroll expense as of March 31, 2014,
To increase expenses for the sulzry and payroll investment ptan. The plan ailows participants
defer s portion of their base salary and the Company matches  portion of the participant's
contribution.
To adjust pension costs included in the filing.
To udjust uncollectible gas margin utilizing the sppliceble uncollectible margin rate of 20266%.
To decrease expenses for aflocations 10 non-utility activities
To incresse expenses for the Loag-Term Incentive Plan,
To decrease expenses for the Short-Term Incentive Plan.
To decrease expenses for the Mission Value Performanee Incentive Plan.

;.

d & o

=™

To increase expenses for group insurance.

To increase expenses for smonization of earty retirement incentive.

To decrease expenses for the South Caroling assessment fee.

To decrease expenses for itoms that are nonallowable for ratemaking purposes,
To adjust for South Caroline Environmental expense.

To adjust for franchise fee expense.

To write-off Robeson LNG project.

Total Ovorutions snd Maintenante Expense

= ¥ > rr P @

2

P

Page 1 of 4

Per Per
—Diedmont _ORS

S__(8ATI399) S __ (8K 00
S enfBARER0) 5 o (B387509)
S (21408 S __ (081008
S e (414080 S _O 81008
s (188,964) § (188,964)
4,178 4,175
(474,205) (474,205)
(239,518) (239,518)
(24,143) (24,143)

170,831 170,831
(234,579) (234,579)
(192,360) (192,360)

1,799 1,799

108,574 108,574
(16.993) (29,055)
(153.504) (485,762)
(64,975) (64,978)
(483,620) (483,620)
0 535429
S e LHLIED) § __(1536373)
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Sotthoment Schedule 2
Fiedmont Naturel Gas Company
South Carelins Operations
of Aceonsting and Pro Forma Adjustments
For the Test Yoar Ended Mureh 31, 2014
Decket No. 2014-7-C

Line Per Per
No, Descrintisn Hegmont ___ORS
4 [fenreeiaiion Exnenga

Tb&nuundmndnhnamnuanalumﬂndhuhuiudnunnumuudmuduhnlub

rtes. S I3681 S 739681

Total Demeecistion Expenss S it § .. 13968]
s Genersl Taxes

To decrease poyroll tax expense, (89,399) (89,399)

b.  Todecreass franchise taxes (smte of .3%) and pross receipts tax (ruse of 207764337%) for the

adjustment made to decrease sevenues on a going-level basis, (44.089) {43.099)

Total Goneral Tozes S eenlIZBABE) S (12249
6 i flneoma T

1bnﬂunlmuhﬂnuuu=nledﬁxnom&ulnhqnﬂcahﬂmnlruzmmmuuupn

forma adjustments. $__ (89830 S (299483)

Totnd Sote Jazemns Ty S 220 S 9041
7 Endersi lacome Taxes

To adjust federal income taxes (rats of 35%) to reflect the impuct on income for sccounting and

pro forma adjustments. H 390300 $ 326.307

Yotni Federal income Tases S 220300 8 226307
8 Castamer Growth

1bumnnuqnnmnhnmubnﬂaul-iﬁuuﬂhnunhaunmw;nudﬂnuohtbﬂ
for the adjustments to aperating revenues snd expenses.

Total Custemer Growth

? Cad Werking Canital

To decrease cash working capital for the pro forma adjustments to cperation and maintesance
expenses (rate of 12.5%).

Total Cagh Workiag Caglial
10 Onerating Revengss - Salx angd Transportaiion of Gog

To decrease revenues from the sals snd iransponation of gas for the propased mangin decrease,
ORS has recaiculated this adjustment utitizing all ORS adjustments to operating revenues.

Jatn) Onseating Revenuss - Sals and Vranmertation of Gos

Page2of4

S 2300 5__ 1645
S i $ i85

S___(218483) S (194,546)
Sl S _(103586)

S 1614145 S __ (2850000
S comaliblflds. § (2230000
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Settiement Sehedule 2
Pledment Nature! Gas Compsny
South Carcline Operations
Erplanations of Accounting and Pre Forma Adjustments
For the Test Year Ended Mareh 31, 2014
Dacket No, 2014-7-G

Line Por Per
No, Deserintion —Piedmwat __ ORS
] Operationy aad Malntensase Expenzes

To adjust the provision for uncollectibla accounts (.20266%) for the proposed margin decrense. S 3271 8 13776}

Intu} Qusraticns snd Mulntenanes Exrensoy s il § et S.126),
12 Ginpgral Tazes

To adjust franchise taxes (mie of .3%) and gross receipts tax (rate of 207754337%) for the

proposed margin decresse. H 8384 § _(14471)

Total Gesemil Texes 5_===44£L5___ﬂsﬂq
3 State Incorne Toxes

To adjust state income taxes (wte of 5%) to reflect the impact on income from the proposed margin

decrease. s 80124 S __ (141488)

Totsi State Iocome Taxes L J— YR )
1 Felom Inermn Tnes

To adjust federal income taxes (mte of 35%) o reflect the impact on income from the proposed

margin decrease, $ 332828 S ____(94089))

Tetal Fejeral Incomse Tazes S e iRlER, $ (9903030
15 Customer Growth

To adjust net operuting incoms tv reflect an snticipated increase in customer growth (rase of . 72%)

for the proposed mangin decreage, $ 2i25 S ___ (12580)

Total Crvmmer Grawih S el § (12580
16 Oncrating Revenne: - Sole and Troasnoctation of Gas

To decrease the revenue requiremnent for the sale snd transportation of gas sssociated with demand

cast aver-recovery. $ 4,234915) § __ (4.234417)

17

S a9 521

To decrease cost of gas for the demand cost over-recovery using s demand cast allocation factor of

14.92%, based upon the most recent design day sdy. S__(4204335) S _ (4204335)
Total Contof Gos S 824339 5 10200330

Page 3 of 4
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Settlement Schedule 2
Piedmont Natural Gas Company
South Carclina Operstions
Explanstions of Accounting and Pre Forms Adjostments
For the Test Yoar Ended Mareh 31, 2014
Decket No. 2014-7-G

Line Per Per
Ne, Deaivetiarn fisfment = _ORS
18 Onerntions ged Maintroence Expensss

To decrease the provision for uncollectible acoounts {rate of .20266%) foliowing the adjestment

for demand cost over-recovery. PR (X ) P (X))

Total Operniions and Maintcmance Exnruscs LUy S X 1))
" Genersl Taxes

To decreass the franchise taxes (rate of .3%) and groes receipts tax (rate of 207764337%) for the

adjustment to revenue for demand cost over-recovery, H {21.998) .8 (21,501}

Total Genernl Yases § 2L S (21501
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